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COMMERCE, DEPARTMENT OF
An announcement of a proposed departmental administrative order on grants admin
istration has been made (see the 9/21/79 Fed. Reg., op. 54910-20). This would
be the first uniform departmental policy and procedure statement on grants
administration. Reference is made in the announcement to the statutes, circulars
and other directives affecting grant administration. Comments on the order
are sought by 11/20/79. Further information is available by contacting Sonya
Gilliam at 202/377-4299.

FEDERAL RESERVE BOARD
Legislation (S. 1347) authorizing NOW accounts and calling for a lift of interest
rate ceilings on savings accounts has been approved by the Senate Banking
Committee.
S. 1347 contains the same authorization provisions for interestbearing checking accounts, remote electronic service devices for savings and
loan associations, and credit union share drafts contained in the House-passed
legislation, HR 4986. However, the Senate version also contains provisions for
a 10-year phase out of Regulation Q interest rate ceilings.
If S. 1347 passes
the full Senate, it will meet strong opposition in conference from the House,
which would also be likely to rule legislation on Regulation Q from such a con
ference as not germane.

HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
President Carter's long-awaited plan for national health insurance has been formally
introduced.
Sponsored in the Senate by Sen. Abraham Ribicoff (D-Conn) as
S.1812 and in the House by Rep. Charles Rangel (D-NY) as HR 5400, the proposal
"is designed to respond to the most inmediate needs in our health care system
while laying the foundation for widespread changes in the future." Under the
Administration plan all employers would be required to provide basic health
insurance to all full-time employees and their dependents. Mandated benefits
would include hospital care, physician costs, lab tests and X-rays, preventive
care and mental health services. Employers would be required to pay a minimum
of 75% of premium costs but would not be obligated to expend more than 5% of
payroll on health insurance.
The plan also calls for the combination of exist
ing Medicare and Medicaid programs under a Federal program to be known as HealthCare. Healthcare would provide coverage to the aged, disabled, poor, near-poor,
small or high-risk businesses, and others not served by private insurance.
In a related development, President Carter's proposal for hospital cost con
tainment was passed last week by the House Commerce Committee. The weakened
version of the plan approved would impose mandatory controls if hospitals cannot
stay within voluntary ceilings to be determined annually. The 1979 ceiling
would be 11.6% in cost increases. Although floor consideration by the full House
had already been assured by the passage of a version of this legislation by
the Ways and Means Committee, the Commerce Committee action is considered
to be a boost for the bill's chances of passage.

LABOR, DEPARTMENT OF
Regulations on an alternative method of compliance with the reporting and disclosure
requirements of Part I of Title I of ERISA for simplified employee pension plans
created by the use of IRS Form 5305-SEP have been issued (see the F ed . Reg.,
55205-09). The regulations cover plans where an employer makes contributions
directly into an IRA of its employee. Under the proposal, plan administrators
are required to furnish each plan participant and beneficiary with a summary
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plan description and summary annual reports. In addition, the administrator
must file certain reports with the Secretary of Labor. Comments on the pro
posal are sought by 11/26/79. For more information contact Particia Nitchie
at 202/523-8517 or Timothy Smith at 202/523-6855.
A new update of opinion letters issued under the Employee Retirement Income Security
Act (ERISA) is now available, the Department recently announced. The letters
are in response to inquiries received concerning the effects of certain actions
and transactions under ERISA and the status of employee benefit plans under
the law. The new ERISA Opinion Letter Update No. 8 contains 37 letters and
revised indexes. Requests for copies of Update No. 8 must be made by writ
ing to: Division of Public Disclosure, Room. N-4677, Pension and Welfare
Benefit Programs, U.S. Department of Labor, 3rd Street and Constitution Avenue,
N.W., Washington D.C. 20216. Update No. 8 is $13.20 per copy. Advance pay
ment is requested and checks should be made payable to the Secretary of Labor.
Indexes are available free of charge.
"Evaluation Study of the Formation of New Pension Plans," is a two-volume study
recently issued by the Department. It concludes that employers establishing
pension plans have a more stable work force with higher average earnings than
employers without plans. The study is based on a survey of 577 firms which
have established pension plans since the passage of ERISA. The study evaluates:
the circumstances that influence an employer to form a pension plan under ERISA;
the effects of ERISA on pension plan formation, plan sponsors, and plan char
acteristics; the characteristics of new pension plans being formed; and the
characteristics of the organizations that sponsor them. Volume N o . I, order no.
PB-298-281, costs $4, and Volume No. II, order no. PB298-282, costs $6.50.
Copies may be obtained from the National Technical Information Service,
Department of Commerce, Springfield, VA 22161 or call 703/557-4650.
OFFICE OF MANAGEMENT AND BUDGET
The first full-scale report on regulatory improvements by the executive branch
under Executive Order 12044 has been released. "Improving Government Reg
ulations: A Progress Report" reflects both the evaluation of the OMB staff
and the first-hand impressions of those individuals and groups who must deal
with regulatory agencies on a day-to-day basis. The report contains back
ground information concerning the President's directive, which mandated changes
in the regulatory process, and separate evaluations of executive departments
and agencies. The regulators were evaluated on progress in these areas:
policy oversight; public participation; regulatory analysis; review of exist
ing procedures; and the use of plain English. Single copies of the twovolume report are available free by contacting OMB's publications office
at 202/395-4660.
Notice of the availability of the interim working papers developed in support of
the federal assistance management (as required by the Federal Grant and
Cooperative Agreement Act of 1977) was issued recently by OMB (see the 9/13/79
Fed. Reg., pp.53322-24.) OMB is conducting the study to develop alternative
means of implementing federal assistance programs (FAPs), as well as estab
lishing a comprehensive guidance system for FAPs issues. A report to Congress
is required by February, 1980. Comments must be received by 11/15/79. Copies
of the working papers may be requested from: Thomas Hadd, Intergovernmental
Affairs Division, CMB, Room 5217, New Executive Office Building., Washington,
D.C. 20503.
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SECURITIES AND EXCHANGE COMMISSION
The momentum of the accounting profession's self-regulatory program might be
decelerating, according to a recent address by SEC Commissioner John Evans
to the 72nd Annual Meeting of the National Association of State Boards of
Accountancy, 9/25/79. Evan's remarks were delivered in his absence by SEC
Assistant Chief Accountant, Ernest L. Ten Eyck, and focused on what Evans'
characterized as a "lack of commitment on the part of some members of the
profession" and certain formidable obstacles to the eventual success of the
self-regulatory program. While stopping short of calling private sector
initiatives unworkable, Evans remarked that certain unresolved issues crit
ical to an acceptable self-regulatory structure had been identified by the
SEC in their 1978 report to Congress on the accounting profession.
He stated that the SEC's 1979 report to Congress contained the same unresolved
issues: the voluntary nature of the self-regulatory program; the absence of
SEC access to the peer review process, and the untested nature of the AICPA's
SEC Practice Section's disciplinary mechanisms. Turning to a consideration
of the appropriate role of the state boards of accountancy, Evans stated that
the time has arrived for state boards to abandon their traditionally passive
role and take an active regulatory stance which will provide "necessary impetus
to private sector initiatives", warning that "if even one or two jurisdictions
gain a reputation as havens from the process of change, the pressures for
Federal regulation or even Federal licensing may become overwhelming."
The American Law Institute's proposed Federal Securities code was the subject
of an open meeting held on 9/26/79 by the Commission with Professor Louis
Loss and other representatives of the ALI. The code represents a compre
hensive statutory scheme which would codify forty-five years of experience
in Federal securities regulation and revise certain portions of the law.
Although the Commission has not yet taken a formal position on the merits
of the code, it appears that there are several areas of substantive differ
ence between the SEC staff recommendations and the code as approved by the ALI.
Among the issues discussed at the 9/26/79 meeting was the code's concept
of a one-year registrant and the attendant consequences of that status; the
manner in which the code would regulate tender offers; and the legal require
ments for insider trading liability. Professor Loss expressed the hope that
the SEC could approve the ALI code before it is presented to Congress.
Additional meetings between the SEC staff and the ALI representatives are
expected.
The SEC annual report for 1978 is now available. The report covers developments
for the period of 10/1/77 to 9/30/78. In his letter of transmittal accompany
ing the report Chairman Williams states that as to oversight of the account
ing profession, "where feasible, we intend to emphasize self-regulatory
initiatives from within the profession". Other accounting issues highlighted
in the report include the development of reserve recognition accounting, the
FASB's conceptual framework project and appropriate accounting for the effects
of changing prices. In addition the report covers such topics as implemen
tation of the Foreign Corrupt Practices Act, development of a national market
system, the problems of small business, and corporate accountability. The
report is available from the GPO (S/N 046-000-01200-6) at 202/783-3238.
SMALL BUSINESS ADMINISTRATION
"Setting Up a Quality Control System" is the title of a recently published booklet issued by the Administration. The publication presents a sample quality
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control system closely prepared from one developed by Honeywell, Inc., of
Minneapolis, Minnesota. The booklet includes sections on responsibilities,
purchase order control, receiving inspection, raw material control, final
inspection and testing, packing and shipping and identification. Addresses
are also included for persons seeking further information. Copies of
this publication are available free from the SBA, P.0. Box 15434, Ft. Worth,
Texas 76119.
TREASURY, DEPARTMENT OF
Repeal of the carry-over basis rule was passed unanimously by the Senate Finance
Committee on 9/26/79. The controversial tax rule was considered by many to
be the most significant "liberal reform" of the Tax Reform Act of 1976.
Under the carry-over basis rule, an heir would have taken a decedent's
generally lower basis in inherited property for income tax purposes.
In
addition, the committee agreed that heirs of people who died between
1/1/77 and 12/6/78 could elect either stepped-up or carry-over basis.
The unanimous vote by the Finance panel virtually assures the doom of
carry-over basis as the repeal amendment was added to the "windfall profits"
energy tax bill currently before the committee. President Carter has
previously premised to veto any bill that contains a carry-over basis
repeal provision but tax experts concede that it would be politically
difficult to veto the "windfall profits" bill.
A model contribution agreement for simplified employee pensions (SEP) is now
available at local IRS offices (see IR-2163, 9/20/79). SEPs, made
possible by the Revenue Act of 1978, for years beginning after 1978, allow
an employer to contribute annually up to the smaller of 15% of compensation
of $7500 to each participating employee's IRA. Form 5305-SEP includes
instructions to employers for executing and implementing a plan as well
as questions and answers to explain the tax effects of the plan and how
it works. All this information must be given to participating employees.
A model SEP can be properly executed on a copy of Form 5305-SEP.
In
order to minimize reporting requirements, the model SEP need not be
sent to the IRS for approval. Any existing IRA that will be used for SEP
contributions up to $7500 per year must be amended by sponsors because
those IRAs are not now permitted annual contributions in excess of $1500.
A new ruling dealing with a beneficiary's acquisition of a deferred variable
annuity contract upon the death of the owner of the contract before the
first annuity payment is made under the contract has been announced, (see
Rev. Rul. 79-335 issued in IR-2164, 9/21/79). The ruling holds that if
the beneficiary elects to receive a lump sum payment under the contract,
the excess of the amount received over the amount the decedant paid for
the contract is, as in the case of a straight deferred annuity, includable
in the beneficiary's gross income. The new ruling revokes Rev. Rul. 70-143.
It applies to all amounts contributed to deferred variable annuity contracts
on or after 10/21/79.
SPE C IA L :

A ICPA BANKING CONFERENCE TO BE HELD IN CHICAGO

Prominent representatives from the banking industry, the accounting profession
and Federal supervisory agencies will highlight the AICPA National Conference
on Banking to be held December 5 and 6, 1979 at the Hyatt Regency O'Hare
in Chicago, Illinois.
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The two day program will include lectures and panel discussions covering
a myriad of current accounting and auditing issues affecting bank financial
statements. Topics to be discussed include accounting for securities,
reporting the impact of inflation, accounting for loan fees and sales of
mortgage-backed securities, and compliance with the regulations of bank
supervisory agencies. The conference is designed to identify, analyze and
explain basic differences between GAAP and regulatory accounting and
disclosure requirements. In addition, it will enable participants to
recognize and account for specialized transactions and be aware of emerging
developments in accounting and auditing. The conference will also focus
on the impact of competition and supervisory agency regulations on banking
operations. The recommended CPE credit for the conference is 14 hours.
The registration fee is $195 which covers all sessions, conference materials,
two luncheons, coffee breaks and a reception. For more information contact
the AICPA meetings department at 212/575-6200.
SPECIAL:

AICPA NATIONAL CONFERENCE ON STATE LEGISLATION ANNOUNCED

Members of the CPA profession, members of state accountancy boards and state
CPA society executive directors from across the nation will meet on 11/27-28/79
at the Hyatt Regency O'Hare Hotel in Chicago at the AICPA National Conference
on State Legislation. The theme selected for the conference, sponsored by
the AICPA state legislation committee, is Preparing for the Legislative
Challenges for the 1980s. The agenda for the two-day program includes
presentations and workshop sessions covering virtually every aspect of the
legislative process from recent important court decisions, bill drafting
and legislative tracking to advanced legislative tactics, Political Action
Committee (PAC) operations, and m o d e m grass roots politics. Attendants
will also explore the legislative challenges that are likely to confront
the profession in the 1980s, and the role of state boards of accountancy
in the legislative arena. In order to encourage maximum attendance by
those who are interested in state legislative affairs there will be no
registration charge. For further information or registration forms contact
the AICPA meetings department at 212/575-6200.
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